
FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

M.MajtJandIfcland

BSHHRl APR 2 12005

RE: MURS6S2

Dear Ms. Defend:

On April 5, 2005, the Federal Election Commission found reason to believe that you
violated 2 U.S.C. fi 441a(aXl)(A), a provision of the Federal Election Campaign Act of 1971. as
amended ("the Act"), by making contributions to Terrell for Senate, which exceeded the Act's
contribution limits. However, after considering the circumstances of this matter, the
Commission also determined to take no further action and closed its file as it pertains to you.
This rinding was based upon information ascertained by the Commission in the normal course of
its supervisory responsibilities. See 2 U.S.C. § 437g(aX2)- The Audit Report, which more fully
explains the Commission's finding, is attached for your information.

The Commission reminds you that making contributions to a candidate or his or her
authorized committees that exceed the Act's contribution limits is a violation of 2 U.S.C.
S 441a(aXlXA). You should take steps to ensure that this activity does not occur in the future.

You are advised that the confidentiality provisions of 2 U.S.C. § 437g(aX12XA) remain
in effect, and that this matter is still open with respect to other respondents. The Commission
will notify you when the entire file has been closed.

If you have any questions, please contact Jack A. Gould, the attorney assigned to this
matter at (202) 694-1650.

Sincerely,

Scott E. Thomas
Chairman

Enclosure
Audit Report



Report of the
Audit Division on
Terrell for Senate
July 19.2002 - December 31.2002

Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits tnd field
investigations of any
political committee Hut is
required to file reports
under the Federal
Election Campaign Att
(the Act). The
Commission generally
conducts suchaudiis

sppesn not to hive net
the threshold
requirements for
substantial compliance
with the Act1 The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the ACL

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

About the Committee (p. 2)
Terrell tor Senate (TFS) is the principal campaign committee for
Suzanne Haik Terrell, Republican candidate for the UJS. Senate
from the state of Louisiana, and is headquartered in Alexandria,
Virginia. For Dioreinfonnatiofl, see the charter the Ounpsjgn

ion, p.Z.

$2,532,544
154.726
665.149
420.500

300,000

$4,072,919

$3,721,155

Findings) ft"** Recommendations? (p. 3)
• Receipt of Prohibited Corponie Contributions (Finding 1)
• Receipt of Contributions that Exceed Limits (Finding 2)
• Receipt of Bank Loin (Finding 3)
• Misstatement of Financial Activity (Finding 4)
• Failure to Itemize Contributions from Individuals (Finding 5)
• Failure to Itemize Gwtributioro from Polto^

(Finding 6)
• Disclosure of Proceeds from Joint Fundraising Activity

(Finding 7)
• Disclosure of Occupation and Name of Employer (Finding 8)
• Failure to Hie 48-Hour Notices (Finding 9)

Financial Activity (p. 2)
• Receipts
o Rom Individuals
o From Political Party Committees
o From Other Political Committees
o Transfers from Other Authorized

Committees
o Loans- Made or Guaranteed by the

Candidate
o TotalRecdpts

o Total Operating & Other

1 2US.C|43S<b).
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Parti
Background
Authority for Audit
Thii report is based on an audit of Terrell for Senate (TFS), undertaken by the Audit
Division of the Federal Election Commission (the Commission) in accordance with the
BederaJ Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. 943800. which permits the Commission to
conduct audits and field investigations of any {x t̂ical committee that is required to file a
report under 2 U.S.C. |434. Prior to conducting any audit under this subsection, the
Commission must perform an internal review of reports filed by selected commiaees to
determine if the reports filed by a particular committee meet the threshold requirements
for substantial compliance with the Act 2 U.S.C. $438(b).

Scope of Audit
Following Commission approved procedures, the Audit staff evaluated various factors
and as a result, this audit examined:
1. The receipt of excessive contributions and loans.
2. The recdptcfcontribirdonsrrom prohibited scwc^
3. Trie disdcturetfcc^butioru received.
4. The consistency between reported figures and bank records.
5. The completeness of records.
6. Otto committee operationa necessary to the review.

Changes to the Law
On March 27,2002, President Bush signed into law the Bipartisan Campaign Reform Act
of2002(BCRA). The BCRA contains many substantial and technical changes to the
federal campaign finance law. Most of the changes became effective November 6,2002.
Except for the period November 7,2002, through December 31,2002, the period covered
by this audit pie-dates these changes. Trierefore, UK statutory and regulatory
requirements died in this report are primarily those thai were in effect prior to November
7.2002.



PartH
Overview of Campaign

Campaign Organization

O
co

Important Dales
• Date of Registration
• Audit Co venae

HeaclQIiartan

Banklnforaiation
• Bank Depositories
• Bank Accounts

Treasurer
• Treasurer When Audit Was Conducted

• Treasurer Duriruz Period Covered by Audit
IQM^MlH^HflHR^m flfl|wDffB|]lgIIOml

•
•

•

Attended FEC Campaign Rnaoos Seminar
Used Commonly Available Campaign
Management Software Package

Tasks and other Dav-to-Dav Operations

TernO for Senate
July 16. 2002
July 19. 2002 - December 31, 2002

Alexandria. Virginia

1
1 Cbeckiaf. 1 Money Manager (Savings)

Biysii Blades (Starting March 31. 2003)
Justin Schmidt (Starting December 22. 2003)
Cliff Newlin

No
Yes

Vita Levanu'no - Consultant

Overview of Financial Activity
(Audited Amounts)

Cash on hand® July 19. 2002
Receipts

o From Individuals
o From Political Party Committees
o Rom Other Political Committees
o Transfers from Other Authorized Committees
o Loans -Made or Guaranteed by the O^date

Total Receipts
Total Operating and Other Dtobnraements
Cash on hand • December 31, 2002

$0

$2,532.544
154.726
665.149
420300
300,000

$4472419
$3,721,155

$351,764



Partm
Summaries
The interim audit report (IAR) was forwarded to TFS for response on May 21.2004. The
Audit staff contacted counsel for the coinmittee and verified receipt of the report The
response was due on June 23,2004. TFS requested and received a 15-day extension to
July 8,2004 to respond to the IAR. On July 20,2004, TTCsutanitted(dn^) amended
reports for the Audit staffs review prior to fibng them wim the Ccmindiiion. Our review
indicated the amendments were deficient; materially resolving only two of the findings.
This information was relayed to IPS representatives via email on July 21,2004. TPS
representatives indicated they are woridng on a response. To date, no further response
has been received; nor amended fepons filed with the Commission.• * •.

Findings and Recommendations

Finding 1. Receipt of ProhlWted Corporate Contribution*
IT'S received 65 prohibited contributions totaling $64^ from 47 different Unu'ted
Liability Companies (LLCs) and corporate entities. The Audit staff recommended that
TFS either provide evidence that these contributions were not from prohibited sources or
refund the $64,600. (For more detail, see p. 5)

Findings. Receipt of Contrilrationa that Exceed Limits
A review of contributions from individuals and political committees identified S41
contributions, totaling $552,773, which exceeded the contribution limits. In Some
instances the contributions were solicited after the election to which they relate but there
were insufficient net debts to allow TFS to keep the contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552.773. (For more detail, see p. 7)

Findings. Receipt of Bank Loan
The Candidate loaned TFS $101.000 from the proceeds of a bank loan. The Audit staff
was unable to determine if the bank perfected its security interest in collateral for the
loan. The Audit staff recommended that TFS provide documentation to show the loan
was properly secured. (For more detail, see p. 10)

Finding 4. Mitttatement of Financial Activity
TFS misstated rccdpts, disbursements, and the ending cash The
Audit staff recommended that TFS amend its reports to correct the misstatements.
(For more detail, see p. 11)



Findings. Failure to Itemize Contributions from
Individuals
A ample ten rf contributions revealed that TFS did not itemize 15% of the contributions
fnmiMiividuaU on ScheAilM A as required The Audit itaff recommended that TPSfite
•mended Schedules A, by reporting period, to disclose contributions not previously
itemized. (For more detail, see p. 13)

Finding 6. Failure to Itemise Contributions from Political
Committees
TFS did not itemize 80 contributions totaling $134.597 received from political •
committees. Tlie Audit staff recommended that TFS file amended Schedules A
disclosing the contributions noc previously itemized. (For more detail, see p. 14)

"| Finding?. Disclosure of Proceeds from Joint Fundraising
r%f Activity
'"" TFS failed to property disclose the receipt of net proceeds frorajoimfundnising activity
3 with Louisiana Victory 2002 Fund and TeneUVictoiy Committee. The Audit staff
° reconuneiiM thai 1TC fife anieixied reports to con^
* more detail, see p. 15)

Finding 8* Disclosure of Occupation ^nfl Name of
Employer
TOS did not adequately disclose occupation and/or name of employer informacion for
1,173 contributions from individualj totaling $812̂ 85. In addition, TFS did not
demonstrate best efforts to obtain, maintain and submit the information. The Audit staff
recommended that TPS either provide docimientatiOT that demonsttMes best efforts were
made to obtain the missing informatian or contact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended reports. (For more detail, see p. 16)

Finding 9. Failure to File 48-Hour Notices
TFS failed to file 48-hour notices for 77 contributions totaling $106.100. Tlie Audit staff
recommended that TFS provide evidence thai 48-hour notices were timely filed.
(For more detail, see p. 17)



Part IV
Findings and Recommendations

The following findings were discussed with the TFS* representative at the exit
conference. Appropriate woricpapen and suppoitingschediiles were provided.

The interim audit report (IAR) was forwarded to TPS for response on May 21,2004. The
Audit staff contacted counsel for the coinmittee and verified receipt of the report The
response was due on June 23,2004. TPS requested and received a 15-day extension to

J[ July 8,2004 to respond to the IAR. On July 20,20W,TTOsubnutted (draft) amended
J, reports for the Audit staff's review prior to filing them with the Commission. Our re view
^ indicated the amendments were deficient; materially resolving only two of the findings.
,.., This infbnnation was relayed to TTC representatives^ TPS

representativesindcated they are woficmg on a response. To date, no Anther response
has been received; nor amended reports filed whh the Commission.

[Finding 1. Receipt of Prohibited Corporate Contribution* |

TPS received 65 prohibited contributions totaling $64,600 from 47 Umited Liability
Companies (LLd) and corporate entities. The Audit staff recommended that TFS cither
provide evidence that these contributions were not ntm prohibited sounder refund the
$64,600.

A. IUcdi»C of Prohibited Omtrilratlons- Qou&dates and cormnitteesrnay not accept
contributions (in the form of money, in-kind contributions or loans):
1. In the name of another; or
2. Rom the treasury funds of the fbllowiiig prohibited sources:

• Corporations (this means any incorporated organization, including a non-stock
corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
2 U.S.C. ft§441b, 441c, 441e, and 441f.

B. DenaltlraoflJiidtedUabUltyOHniiajiy. A limited liability company (LLC) is a
business entity recognized as an LUC under the laws of the state in which it was
established. HCFRftll0.1(gXl>.

C AppUcBtlonofUndtswtdlVoUbitioM^ A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below.



LLCasPftrtnenUp. The contributioo it conii(feredi contribution from a
partnership if the LLC chooKi to be treated as a putnenhip under Internal Revenue
Service (IRS) tax rules, or if it makes no choice at all about its tax status. A
contribution by a partnership ii attributed to each partner in direct proportion to his or
herihareoftheptrtncfihipprofitt. HCFRftfll0.1(eXl)and(g)(2).

LLC at CorporatfcuL The contribution is considered a corporate contribution—and
is bund under the Art— if the LLC chooses to be treated as a corporation under IRS
rd«,OTifitssharesaretradedpuWidy. llCFR«110.1(gX3).

. Itecomribu^
ttagteiirividualiftheUjCUasin^^
u a corporation under IRS rules. llGFR|110.1(gX4).

D. LunttedlJaMlh^Coinpany'sReig At
the time it mates a contribution, an LLC must notify the recipient comminee:
• Thtt it is eUgible to make the contribution; and .. .
• fo the case of an U£ that cofisiden itself a piiti^

COT tributionshouM be attributed snK»g the U^ 11 CFRJ 110.1 (gX5).

E. QutiiiaiMbteCaBtribiitioot. If a committee, receives a contribution that appears to
be prohibited (a questionable contribution), it must follow the procedures below:

1. Within 10 days after the treasurer receives the questionabte contribution, the
committee oust either?
• Return the contribution to the contributor withort depositing it; or
• Deposit the contribution (and follow the steps below). 11 CFR §1033(bXl).

2. If the committee depositt the questicnsbleccfrtribiiticm. it i^
ftaids aiidiMist be prepared to lefuiid them. It must therefore maintain sufficient
funds to make the refunds or establish a separate account in a campaign
depository for possibly illegal contributions. 11CFR $1033(10(4).

3. The committee must keep a written re(X>rdexplaming why the contribution may
be prohibited and must include this mfornistion when leporting the receipt of the
contribution. 11 CFR$lQ3.3(bX5).

4. WithhiaOdaysofthetmuuier'arecdptofn^qiieitio^^
committee must make at least one written or oral request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution is legal or an oral
explanation that is recorded by the committee in a memorandum. 11CFR
ftlQ3.3(bXl).

5. Within these 30 days, the committee must either.
• Confirm the legality of the contribution; or
• Refund the contribution to the contributor and note the refund on the report

covering the period in which the refund was made. 11 CFR§103.3(bXl).



A review of contributions received by Tfc resulted in the identification of 65 prohibited
contributions from 47 different corporate entities totaling $64,600.2 Of these prohibited
contributions:

• TFS received directly 46 prohibited contributioni, which touled $43,400. Of
these, 27 contributions, totaling $32.750. were from LLCs but lacked the
neoessaiy documentation to establish that contributing entities are not treated as
corporations for tax purposes, and 19, totaling $10,650. were from corporate
entities. During the course of the audit. IPS provided photocopies of letters,
dated August, 2003, tent to the corporate entities that were returned by the
contributors acknowledging their corporate status. Three of the letters were
returned to TPS as undeliveraMe. Further, the Audit staff contacted the
appropriate Secretary of State's office to confiim the corporate status for the 19
contributions from corpcxate entities. None of the contributions have been
refunded.

• In addition, TFS received 19 contributions from limited liability companies,
totaling $21,200, at pen of • transfer of pioceeds from a joint fundraiser
conducted by the Louisiana Victory 2002 Fund. As with the other contributions
from LLCs, 175 records did not contain any notifications from these contributors
stating they were eligible to make such a contribution.

At die exit conference, the Audit staff rxovided TFS representatives with a schedule of
the prohibited contributions. As pan of documentation submitted subsequent to the exit
conference. TFS representatives confirmed that the 46 contributions ($43,400) received
were from prohibited sources. They further indicated that letters will be tent relative to
the other 19 contributions received from LLCs requesting their IRS filing status.

Interim Audit Report RuronrnHmiiatton
The Audit staff lecomrnended that TFS provide evidence that the 19 contributions
($21,200) received as pert of proceeds from a Joint fundraiser are not prohibited. Absent
such evidence, TFS should have refund the $64,600 in cciitiibiitiom and provided copies
(from and baclO of each negotiated refund check. If funds were not available to make the
necessary refunds, the amounts due should have been dtotosed on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

| Finding 2. Receipt of Contribution* that Exceed Limit* |

A review of contributions from individuals and political committees identified 541
contributions, totaling $552,773, which exceeded the. contribution limits. In some
instances the contributions were solicited after the election to which they relate but there

* tfnmeofiliepoMibleprohibiledeoiaribulta
determined ID haveanlRS filing naftaof peitoetBhipknd no longer prohibited, the Audk itaff will
eveliNte then tt possible excessive



were insufficient net debts to allow TPS to keep the contribution. Hie Audit stiff
recommended that TPS either provide evidence that the identified comributioni were not
in excess of the Ihnitetians or refund $352.773.

A. AutborindCooDBlttaeLlinlli. An authorized committee may not receive more
then • total of $1,000 per election from my one penon or $5,000 per election firoma
multicandidate political committee. 2 US.C. f |441a(aXlXAX (2XA) and (ft 11CFR
}}110.1(a) and (b) and 110.9(a).

B. Handling CeatrllmtioBi That Appear Excessive If a committee receives a
contribution that appcan to be excessive, the committee must either
• Return the questionable check to the donon or
• Deposit the check into its federal account and:

o Keep enough money hi the account to cover all potential refunds; .
o Keep a written record explaining why the contribution may be illegal;
o Indiide this explanation on schediile A if the contribution has tote

before its legality is established;
o Seek a leattribiition or a rederignation of the excessive portion, fbllowin

instructions provided in Commission regulations (see below for explanations
of reattribution and redesignatioo); and

o If the committee does lie* receive a pfoperre^
within 60 days after receiving the excessive contribution, refund the excessive
portion to the donor. HCFR»lQ3.3(bX3).(4)aiid(5)aiid
110.1(k)<3XiiXB).

C Contributions to Retire Debts. If an authorized candidate committee has net debts
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debts provided that-
• The contribution is designated for that election (since an undeaignated contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's limit for the designated election;

and
• The campaign has net debts outstanding for the designated election on the day it

receives the contribution. llCFRfillO.J(bX3Xi)tnd(iii).

D. Revised Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate contributions to different elections and
to reattribute contributions to joint account holders and has decided to apply these
regulations to current matters. The Audit staff has evaluated the excessive contributions
discussed below using the new regulations.

Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
papers to qualify for the general election ballot, a general election, and because

no candidate received more than 50% of the vote in the general election, a runoff. A



review of contribution from individutli tod political committees identified 541
comributioni, totaling $552,773*. that exceeded the contribution limits for die primary,
genenl or nmoff elections. In K)me cues the contributions were receivedifter in
election it a time when the Audit stiff detennined there were no net deba outstanding.
The Audit stiff noted mat a significant portion of these excessive contributions resulted
from ITS receiving $3,000 contributions fami contributors after the general election.

• As c€ August 23,2002. die dte of ite primary de^
TFS did not have net debts outstanding. The Audit sUuT identified certain contributor
checks dated and recei ved subsequent to the priniary election that were designated by
the contributon for that election. TFS recei ved 79 such contributions totaling
$115,500. These contributions were IKX later redesignated by the contributor to
another election and should have been refunded. In addition, one excessive
contribution for $1,000 was received prior to the primary, which could neither be
reattributed nor ifimiif **ffff

• Aa of November 5.2002, the date of the general election, the Audit staff calculated
that TFS had net debts outstanding of $157,802. The Audit staff identified
contributions totaling $430,750 received after the general election some of which
were designated specifically for the general election and some of which were the
widesigiiate& excess* veportioiis of m^
general election debt These contributions were applied to the general debt in
chronological order until the debt was exhausted. A review of the remaining
contributions determined Oat TFS ivoeivedolcciiDibiitionso^gnatedfbrthe
general election, which exceeded the amount needed to retire the net debts
CAitstandingfcrthegenendelecd<mbyatotalof$68^98. The remaining
undesignated, excessive run-off coiitributiora that ccridmx be applied to general
election debt are included in the excessive nm-off contributions discussed below.

• The AiiditsuuT detennined mat TFS had iced ved 39^ excessivecofiti
totaling $367,875 relative to the nmoff election. These excessive contributions were
all received prior to December 7,2002, the dale of the runoff election.

At the exit conference, the Audit staff piovided TFS representatives with a schedule of
the excessive contributions noted above. IMI representatives had no comment.
Subsequent to the exit conference, TPS stated that they lade sufficient cash on hand to
make the refunds but would amend its reports to indude all excessive contributions as
debts on Schedule D.

Interim Audit Report Bfirnmimendatton
The Audit staff recommended that TFS:
• Provide evidence that the identified contributions were either not excessive or were

applicable to a net debt outstanding for a particular election; or

* The AHdh sttlTs imlyris of TFS tcoounl balances through die end of (to ludKpertod indicated sufficient
dcsifnMri
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• Refund $552,773 and pnwide evidence
of the cancelled checks); and

• If funds were not avaUable to make the necess^
its reports to reflect the amounti to be refunded as debo on Schedule D(Debd and
Obligations Excluding Loani) until funds become available to make the refunds.

| Finding 3. Receipt of Bank Loan I

The Curtate IcejiedlTC $101,000 (torn The Audit staff
was unable to determine if the bank perfected its security interest hi collatena for the
loan. The Audit staff recommended that TPS provide documentation to show the loan
was property secured.

Legal Standard
IxiuvEicladedfkiomtlieDefuittiMiorCoiiti^ The term "contribution" does
not include a loan from a State or fodendde^
• in accordance with applicable banking laws and regulations;
• in die ontinary couise of business;
• on a basis which assures repayment, as evidenced by a written inst^^
• bearing the usual and customary interest fate of the lending institution. 2 U.S.C

§431(8XAXvii); 11CFR §100.7(bXH).

Commission regulations state t loan is considered made on a
basil which assures repayment if the fending institution mating the loan has:
• Perfected a security mterest in collatenl owned by u^ candidate c^ poetical

committee receiving the loan.
• Obtained a written agreement whereby the candidate or poKtical committee receiving

the loan has pledged future receipts, such as public financing payments.
• If these requirements are not met, the Conunission will consider the totality of

circumstances on a case by case basis m detennining whether the loan was made on a
which assured repayment 11 CFR ||100.7(bXl 1) and 100.8(bX12).

Faete and Analyses)
On August 2,2002, the Candidate obtained a $101,000 loan from First Bank and Trust
(FBT) which included a $1,000 prepaid finance charge and had a maturity date of August
2,2003. On August 5,2002. the Candidate loaned IT^^m
this bank loan. The loan was repaid by TVS with a direct payment to the bank on
December 16,2002, in the amount of $101358, which included $1358 in finance
charges. TFS provided the Audit staff with a copy of the piuuussbiy. note between the
Candidate and the bank that states that cdlateial securing Mher loans with Lender may
also secure this note; referencing it as "cross-coUateraliration." Further, a business loan
agreement submitted with the promissory note specifies the borrower is granting a
•'continuing security interest" in any and all funds the borrower may ix>w or in me future
have on deposit at FBT.
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The km documentation provided neither deacribed the colljttend intended Co secure this
Ion, nor indicated that Mich lecurity interest hid been perfected. The Candidate's
financial statement, presumably submitted at part of the application process, fails to
provide my specific information of other debts owed to FBT which could be tubject to
Mcross-collaleializatioii.T' Further, the financial statement states the borrower has no
accoumsatFBT. Therefore, it is the Audit staff sopraton that tn^^
Commission's "assurance of repayment" standard.

At the exit conference, the Audit staff presented this matter to TFS representatives. No
questions or comment! were noted by the representative*.

HaVSflHaQuft AaVaiBvflME KaflflBaOHBi^C JfiBvv9^H^BI^9HBUHv^^BEljv9i^B

The Audit staff recommended that TFS provide documentation to show that the loan was
secured with collateral dial assures icpayniem; that UK secimty interest m the collateral
had been perfected; andVor provide any comments it feels are relevant Such
documentation should have included a description aiidvaltiation of the collateral as well
aa the balance of all other outstanding debt secured by such collateral.

| Finding 4. Bltostateinent of Financial Activity

TFSniisstatedieceipts.dSDurseiiieiits.mdtte The
Audit staff recommended that TFS amend its reports to correct the misstatements.

Contents of Reports. Each report must disclose:
• Theanxximofcashofihandatthebeghiningandendoftherepon^
• The total amount of receipts for the reporting period and for the calendar year.
• The total amount of disbursements for the reporting period and for the calendar year,

and.
• Certain transactions that require itemization on Scheduk A or Schedule B.
2 U.S.C. ««434(bXl). (2), O). and (4).

Faeto and
The Audit staff reconciled reported financial activity to bank records for 2002. The
following chart outlines the discrepancies for receipts( disbuneinentSi and the ending
cash balance on December 31,2002. SiicceedingpajiajsphsaQ^igu the reasons for the
misstateinentt.niost of which occuned dining the pep TFS
representatives indicated that during mat period the volume of activity and staff turnover
contributed to lapses in the data entry of some receipt and disbursement transactions.
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in

2002 CainMtaBi Activity

Ooeniof Cuh Bilmce • Jnly 19. 2002
ReoeipCi

Ending Cuh Balance • December 31, 2002

Reported
10

S3J79J43

$2,760,279

$633(564>

Bank Records
SO

$4*072,919

$3.721,153

$351.764

•fefl
• ••MMH^HBM ̂ h^M*ifBcrcpuKv

$0
$693,576••~ • •

UIKKnUHCO

$9601876
1 fitfif>ntalMf

$281300
Ovenliied

The underststement of receipts was the net result of the following:

Transfer of funds from joint fundraisers not reported (see Ending 7)
Transfer from joint fundraiser reported incorrectly (see Finding 7) •
Contributions from political oonumttees not reported (see Finding 6)
Deposits which appear not to have been reported (aee Finding 5)
Unexplained differences

Net Understatement of Receipts

The understatement of disbursements was the net result of the following:

Payments to media vendor not reported +
Bank Loan Repayments not reported +
Miscellaneous Operating Expenses not reported +
Disbursements Reported Twice ••
Disbursements Reported •Unsupported by Check or Debit —
Memo
Reported Void Check
Unexplained Differences +

+
+

$302,000
157,300

. 134,597
405,713

$693^76

$ 685,000
301,422

3,006
9,000

15,000

12̂ 34
8^82

$ 960,876

TFS misstated the cash balance throughout 2002 oecwise of the enors described above.
In addition, an incorrect cash balance was carried fwwsrdfrcmi the 30 IfryP^
Report to Che Year End Report which resulted in an c^crstatemem of the cash balance by
$14^00. On December 31. 2002, the cash balance ww understated by $281,800.

At the exit conference, the Audit staff explained the miuUttmentt and provided
schedules of the reporting discrepancies. TFS representatives staled their intention to
review the spreadsheets provided and expressed a willhigneti to file amended report* to
correct these nusstatemems.

TUt totil don not foot: see cxpUnation of ending oahbdtncebdow.
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The Audit staff recommended dial TFS file anieiided reports, by reportmg period, to
correct the miisuuementf noted above t including amended Schedules A and Has
appropriate.

Findings. Failure to Itemize Contributions from
Individual*

A sample test of contributions revealed that TFS did not itemize 15% of the contributions
from individuals on Schedules A as required. The Audit staff recommended that TFS file
amended Schedules A. by reporting period, to disclose contributions not previously«»,—^i«i-—..jnemizea.

Legal Standard
A. When to Iterate. Authorized (»xlidaiecominitteei must iteniize any contribu^
from an individual if it exceeds $200 per election cycle either by itself or when
aggregated with other contributions from the same contributor, 2 U.S.C ft434(b)(3XA).

B. Election Cydc. The election cycle beghu on the first day following the date of the
previous general election and ends on the date of the next general election. 11CFR
*100.3(b).

C Definition onffrnfaafion. Itenrization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
• The amount of the contribution;
• "Die date of receipt (the date the committee received the contribution);
• The full name and address of the contributor,
• In the case of contributions from individual contributors, the contributor's occupation

and the name of his or her employer, and
• The election cycle-to-dale total of all contributions from the same contributor. 11

CFR §9100.12 and 104J(aX4) and 2 U.S.C. |434(bX3XA) and (B).

Facta and Analyst*
Based on a sample review of contributions from individiials, the Audit staff determined
that TVS did not itemize 13% of such contributions on Schedules A as required. The
majority of these errors resulted from coittributicrn that were pan of December 2002
deposits not entered into the database TFS used to file its disclosure reports (See Finding
4. Misstatemem of Financial Activity). On October 10,2003, TFS provided an up-dated
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented this matter to ITS representatives who
had no questions or comments at that time. Ai part of documentation submitted
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subsequent to the exit conference, TFS staled it is in the process of amending its repoitt
to disclose all omitted individual donor*.

Interim Audit Report Rftcoimnmi<latioii
The Audit staff recommended that TFS fi te ameixled Schedules A, by irpcrtng periodic
conect the deficiencies noted above.

Finding 6. Failure to Itemise Contribution* from Political

_ »TFS did not itemize 80 contributions totaling $134,597 received from political
committees. The Audit staff fecommended that TFS file amended Schedules A
disclosing the contributions not previously itemized

A. When to Itemize Authorized candidate comminees must itemize:
Every contribution from any political committee, icganUess of the amount; and
Every transfer from another political party coimnitiee, regardless of whether the
committees are affiliated. 2 U.S.C. ft434(bX3XB) and (D).

B. Definition of Itemlzatkm. Itemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
Hie amount of the contribution;
The date of receipt (the dans the committee received the contribution);
The full name and address of the contributor, and
Election cycle-to-date total of all contributions from the same contributor. 11CFR
$$100.12 and 104.3(aX4) and 2 U.S.C. §434(bX3XA) and (B).

A review of all contributions received from political committees identified 80
contributions totaling $134,597 which were not itemized on Schedules A of disclosure
reports fikd by IPS. Similar to Contributions from Individuals discussed above, the
majority of these errors resulted from contributions that were pan of December 2002
deposits not entered into the database IPS used to file iu disclosure reports (See Fhiding
4, Miastatement of Financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the political committee contributions not itemized. TFS representatives stated they would
review the spreadsheets provided and make appropriate changes to ITS reports.

Interim Audit Report Hucommendrtittn
The Audit staff recommended that TFS file amended Schedules A, by reporting period,
disclosing the contributions not previously itemized.
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I Finding 7. Disclosure of Proceeds from Joint Fundnising
I Activity

1FS foiled to property duclow the receipt of net proceeds from joint fundraising activity
with Louisiana Victory 2002 Rnu! and TentUYimyCoomiittee. The Audit stiff
recommended thit TJB file amended reports to conectiy disclose these receipts.

A. ItniitoHonofCtotributioMFrM Participating
political connnitteei mint report joint fundraising proceeds in accordance with 11 CFR
102.17(cX8) when such funds are received from the fuidniamg representative. 1 1 CFR
S102.17(cX3)Gii).

Each participating political committee reports in share of the net proceed! u a tnnifleHn
from the fundraismg xepresentstive and must also fitot memo Schedule A itemizing its
share of gross receipts as contributions from the originsJ contributon to the extent
required under 11 CFR 1043<a). 11 CHI flQ2.17(cX8)0XB).

FaetoandAaalysds
Tlie Audit staff determined that IPS received • total of $420.500 in net proceeds from
joint tadraismg activity; $396,000 from the Louidmt Victory 2002 Fund and $24.500
from the TeneU Victory Committee. Our teview of these transfen noted the following:

• TFS did IKK report nor itemize transfen totalmg $295,000 from Louisiana Victory
2002 Fund and $7,000 received from Terrell Victory Commitlee on Schedule A, line
12, Tnnafen from Other Authorized Committees, as required. (See Finding 4)

• TFSmojrrertlydsctosed the aniwint of a transferred
Committee as $175,000, when the actual amount of the transfer was $17.500.
overstating reported receipts by $157^00. (See Finding 4)

• TFSdid not itemize its share of the gross receipts u contributions from the original
contributon u required on memo Schedules A for any c/*e$420^CO in transfers of
joint fundraising proceeds. TFS records did not contain this information. During
fieMwofk, ITS obtained the information from both of the joint fundraising

At the exit conference, the Audit staff provided TFS representatives a schedule of the
onihted transfers fircmijomt fundraising activity nol^ TFS representatives stated
their intention to review the spreadsheets provided and expressed a willingness to file
amended reports to correctly report its activity.

The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fundraising proceeds, along with the required memo entries.
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. Disclosure of Occupation Mid Nuno of

TFS did not adequately disclose occupation and/or nanB of employer mfbrmation for
1,173 contributions from mdividuili loUliiig $812,585. Li addition, TFS did not
demovtobikto best efforts to obtain, nuintifai nd submit the information. The Audit stiff
recommended that TFS either provide documentttiopthitdeinofiiUitet best efToru were
made to obttin the mining information or contact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended reports.

A. RequMbfoni»tie«forCGfitf^ For each itemized
contribution from an individual, the committee must provide the contributor's occupation
and the name of hit or her employer. 2 U.S.C §431(13) and 11CFR §§100.12.

B. Best Efforts Ensures Complhinff. When the treasurer of a political committee
shows that the committee used best efforts (see below) to obtain, maintain, and submit
the information required by the Act, the conunittee*s reports and records will be
considered in compliance with Ac Act 2 U.S.C. §43200(2X0.

C Definition of Best Efforts. Ttetteajuer and the committee^
have used "best efforts" if the committee satisfied aU of the following criteria;
• All written solicitations for contributions included:

o A clear request for the contributor's full iiame, mailing address, occupation.
and name of employer; and

o A stateniemthttsiich reporting is n^uired by Federal law.
• Within 30 days after the receipt of the contribution, the treasurer made at least one

effort to obtain die missing information, hi either a written request or a documented
oral request.

• The tieasuier reported any omtributwin^^
provided by the contributor, was obtained in a folkmnmconimiinicatioaorwas
contained in the committee's records or in prior repoitt that the (XMnirittee filed
during the same two-year election cycle. 11 CFR §104.7(b).

The Audit staff reviewed all contributions from individuals itemized on Schedules A of
TPS disclosure reports, which were in an amount or aggregate greater than $200 for
adequate disclosure of occupation and/or name of employer. The review identified 1,173
contributions from 939 contributor*, totaling $812,585, that did not have an occupation
anoYor name of employer disclosed properly. Of the 1,173 errors identified, 1,080
(92.07%) were blank, disclosed as "N/AH or Information Requested." The remaining
errors 07.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation). It was noted thai TFS solicitation devices properly
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contiined a requett for occupation and nanie of employer. However, the reoonb
provided to die Audit fttff did not contain any follow-up requests for the missing
contributor infonnatioa. As such. TTO does not appear to have nude "best efforts" to
obtahit maintain and rapoit occupation and name of employer infonnation.
At the exit conference, the Audit staff provkiedll^n^xesentativeB with a schedule of
die individuals for which occupation anoVor name of employer was not properly .
disclosed. TFS representatives staled they would review the spreadsheets provided and
would file amended reports to comedy report this activity.

Interim Audit Report
TTie Audit staff recommended chat TFS take the following action:

u'f • Provide documentation such as phone togs, xeturaed contributor letters, completed
L0 contributor contact information sheets or other materials which demonsuated that best
"> efforts were made to obtain, maintatn. and submit the requixed disclosure
•"• information; or

• Absent such a demonstration, IPS should have made an effort to contact those
individuals for whom required reformation is nnssing or incomplete, provided
documentation of such contacts (such as copies of letters to the contributors and/or
phone logs), and amended its reports to disclose any information obtained from those

I Finding 9. Failure to File 48-Homr Notices

TFS failed to file 48-hour notices for 77 contributions totaling $106.100. The Audit staff
recommended that IPS provide evidence that 48-hour notices were timely filed.

Legil Staadaand
Ls^Mmm>CooirilNitk»s (48-Hour Notice). Campaign committees mutt file special
notices regarding contributions of $1,000 or more received teas than 20 days but more
than 48 hours before any election in which the candidate is raring. This rule applies to
all types of contributions to any authorized committee of the candidate. 11CPR
§104.5(0.

The Audit staff reviewed those contributions of $1,000 or more that were received during
the 48-hour notice filing period for the primary, general and runoff elections. ITS failed
to file 48-hour notices for 77 contributions totaling $106,100 as summarized on the next
page.
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Election l>pe

Primary
Qenenl
Runoff

4S Hour Notta Not Filed

mf..— .1. -— -mmm— .«•nfuniDer 01 noueei

1
6
70

77

Total
$1.000
$6.000
$99,100

$106.100

At the exit conference, -TPS wu provided a schedule of the 48-hour noticei not filed.
TFS repfMcntttivei Mated they would review the spieadiheets nd provide additional
documentation that would reduce the number of enon.

Interim Andtt ecommeiiiUttea
The Audit staff recommended chat TFS provide evidence that 48-hour noiicef were
timely filed or njbmit any written comments jt considen relevant

O


